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Module  4 


Module 4 -Socialism:  Overview 

Topic  A of  Social  Studies  30  deals  with  political  and  economic  systems  in  theory  and  in  practice. 
This  module  pays  particular  attention  to  the  economic  system  of  socialism.  The  theoretical  roots  of 
socialism  are  examined  through!  the  philosphies  of  a number  of  nineteenth-century  philosophers. 

The  link  between  theory  and  practice  is  illustrated  by  looking  at  dictatorial  socialism  in  the  USSR 
and  China  and  democratic  socialism  in  Sweden.  Changes  occuring  in  socialist  systems  are  presented 
through  examination  of  perestroika  in  the  Soviet  Union  and  gai  ge  in  China. 

The  final  sections  of  the  module  attempt  to  compare  the  two  economic  systems  of  capitalism  and 
socialism,  and  then  the  interrelationship  between  political  and  economic  systems  will  be  presented. 


Evaluation 


The  evaluation  of  this  module  will  be  based  on  four  assignments. 


Section  1 Assignment 

20% 

Section  2 Assignment 

25% 

Section  3 Assignment 

25% 

Final  Module  Assignment 

30% 

TOTAL 

100% 
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Section  1:  What  Is  Socialism? 

Key  Concepts: 


• socialism 

• utopian  socialism 

• evolutionary  socialism 

• Marxism 

• communism 

• democratic  socialism 


The  first  section  of  the  module  deals  with  the  theoretical  roots  of  socialism.  The  section  presents 
three  branches  of  socialism  - utopian  socialism,  communism,  and  democratic  socialism. 


Teaching  Suggestions: 

This  section  is  fairly  heavy  in  content . The  information  on  Marxist  theory  can  be  difficult,  but 
use  of  the  visuals  and  the  video  The  Ideas  of  Karl  Marx  should  help  with  this . It  will  be 
important  to  stress  that  theory  forms  the  basis  of  practice. 


Section  1 : Activity  1 

1 . Fill  in  the  concept  map  below. 


Socialism  is  ...  an  economic  philosophy  that  stresses  public 
ownership  of  the  means  of  production. 


The  three  branches  of  socialism 


2.  What  role  did  the  Industrial  Revolution  play  in  the  rise  of  the  socialist  movement? 

The  Industrial  Revolution,  and  the  abuses  that  occurred  during  it,  led  to  the  rise  of  socialist 
thought . 
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3.  Why  does  one  need  to  examine  the  philosophies  of  ninteenth-century  thinkers  when  studying 
modem  socialism? 

One  needs  to  examine  the  philosophies  of  nineteenth  century  thinkers  when  studying  modern 
socialism  because  they  provided  the  theoretical  bases  for  all  future  developments. 

4.  Explain  Mill’s  statement  “The  problems  of  production  may  have  been  solved  but  not  those  of 
distribution.” 

Mills  statement  meant  that  the  advances  in  machinery  during  the  Industrial  Revolution  made  it 
possible  to  produce  more  at  a faster  rate,  but  the  differences  between  people’s  incomes  and 
profits  was  getting  larger. 

5.  Write  a generalization  that  describes  the  values  of  a socialist. 

A socialist  generally  values  equality,  social  welfare,  cooperation,  and  public  ownership. 

6.  Place  the  terms  capitalism  and  socialism  on  the  continuum  below. 


Section  1 : Activity  2 

1.  List  the  working  conditions  discussed. 

The  working  conditions  discussed  are 

• long  hours  of  work 

• unhealthy  working  environments 

• low  wages 

• abusive  treatment 

2.  How  could  this  situation  have  been  improved? 

The  situation  could  be  improved  by  shortening  the  hours  of  work,  making  safer  environments, 
increasing  wages,  and  treating  workers  with  concern  for  their  welfare. 

3.  What  programs  today  prevent  some  of  the  situation  presented? 

Programs  today  that  prevent  the  situations: 

• maximum  of  40  hours  of  work  per  week,  8 hours  per  day 

• set  minimum  wage 

• unemployment  insurance 


left 


right 
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• worker’s  compensation 

• welfare 

• set  minimum  standards  for  working  conditions 

• development  of  unions 

Section  1 : Activity  3 

1.  a.  What  was  utopian  socialism? 

Utopian  socialism  believed  in  the  perfectibility  of  people  by  creating  perfect  environments. 

b.  How  did  the  views  of  Babeuf,  St.  Simon,  Fourier,  Blanc,  and  Owen  differ? 

The  view  of  the  utopian  philosophers  differed  with  respect  to  the  creation  of  a perfect 
environment: 

• Babeuf  s environment  stressed  communal  living . 

• Saint  Simon  saw  the  state  run  by  economic  experts . 

• Fourier  suggested  cooperative  economic  communities . 

• Blanc’s  ideas  centered  on  social  workshops . 

• Proudhon  advocated  the  destruction  of  all  institutions . 

• Owen  felt  better  living  conditions  for  workers  would  create  the  perfect  environment. 

c.  (1)  What  is  anarchism? 

Anarchism  stresses  the  abolition  of  all  formal  institutions  and  a society  based  on 
cooperative  effort  without  formal  government . 

(2)  Why  might  it  be  called  total  freedom? 

This  might  be  called  total  freedom  because  there  would  be  no  institutions  to  establish 
rules;  each  person  would  establish  his  or  her  own  rules  in  the  best  interests  of  the  entire 
society. 

d.  Is  it  possible  to  create  perfect  people?  Why  or  why  not? 

If  a perfect  environment,  a Utopia,  could  be  created,  a perfect  person  might  be  created.  It  is 
unlikely  that  a perfect  environment  could  be  created . 

2.  Determine  whether  the  following  statements  are  true  or  false.  Correct  those  statements  which 
are  false. 

a.  Believers  in  Enlightment  philosophies  thought  that  perfect  people  created  perfect 
environments. 

False  Perfect  environments  create  perfect  people. 

b.  Utopian  socialism  was  centered  in  France  and  Britain. 

True 
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c.  Babeuf  proposed  the  nationalization  of  industry  and  the  raising  of  children  in  communes. 
True 

d.  Private  ownership  and  reward  based  on  service  were  stressed  by  St.  Simon. 

False  St.  Simon  stressed  public  ownership . 

e.  Proudhon  promoted  the  idea  of  cooperative  economic  communities. 

False  Fourier  stressed  cooperative  economic  communities . 

f.  Blanc  favoured  changes  to  the  existing  system  to  achieve  utopia. 

True 

g.  Anarchism  favours  the  maintenance  of  existing  societal  institutions. 

False  Anarchism  favors  the  destruction  of  all  existing  formal  institutions . 

h.  Owen  was  an  American  philopher  who  tried  to  improve  working  conditions  for  workers. 
False  Owen  was  British. 

Section  1 : Activity  4 

1.  Which  of  the  policies  above  would  a utopian  socialist  support?  Which  would  an  evolutionary 
socialist  support? 

A utopian  socialist  would  support  points  5,  7,  8,  9, 10. 

An  evolutionary  socialist  would  support  points  2, 5,  6 „ 7,  8,  9, 10. 

2.  Which  of  the  above  policies  have  been  implemented  in  Canada? 

The  policies  implemented  in  Canda  are  points  2 and  10. 

Section  1 : Activity  5 

Part  A 

1.  Do  you  agree  that  only  material  things  exist?  Support  your  answer. 

Marx  felt  only  material  things  existed.  There  is  no  soul  or  spiritual  divinity.  These  things  could 
not  exist  because  they  don’t  have  matter  and  can’t  be  studied  scientifically.  Religious  supporters 
would  say  that  there  is  a spirit  and  a God. 
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2.  If  the  collapse  of  capitalism  is  inevitable,  why  are  there  still  capitalist  nations  today? 

The  reasons  capitalism  has  not  collapsed 

• It  has  adapted  so  that  workers  are  less  exploited. 

• Laws  have  been  created  to  protect  workers. 

• Wages  have  improved . 

• Elements  of  socialist  thought , such  as  welfare  payments  and  unemployment  insurance , 
have  been  incorporated. 

3.  Fill  in  the  blanks. 

In  Das  Kapital  attacks  pure  capitalism  He  argues  that  the  entrepreneur  might  not  be 

out  to  exploit  intentionally  the  proletariat  to  gain  wealth,  but  entrepreneurs  do  so 

because  they  must  accumulate  wealth  to  survive  in  a competitive  system.  Marx 

also  claims  that  capitalists  unfairly  receive  a surplus  value,  and  that  this  value  should  be 
rechanneled  into  the  business  instead  of  supporting  the  affluent  life  of  the 
capitalist 


Marx  suggests  that  to  lower  costs  and  increase  profits,  capitalists  introduce  labour-saving 

machines  which  create  a large  force  of  unemployed  workers.  This  leads  to  the 
lowering  of  wages  The  “Capitalist  Crisis”  later  occurs  because  owners  cannot  earn  a 

surplus  value  because  they  can  no  longer  take  advantage  of  the  extra  unpaid  work 
done  by  the  workers  Since  profits  decline,  production  is  no  longer 

worthwhile.  Because  of  dwindling  profits  many  small  capitalists  go  bankrupt  or 

are  absorbed  by  larger  capitalsts.  These  new  market  conditions  with  increased  competition 
favour  the  bigger  firms. 

Capitalism  then  ends  because  the  proletariat  can  no  longer  tolerate  it.  Marx  is  not 

clear  about  what  happens  after  capitalism.  It  does  seem  clear,  however,  that  Marx  expected  that 
the  revolutionary  party  which  represents  the  workers,  would  completely  control  the 
means  of  production  Eventually,  according  to  Marx  the  state  would  no 

longer  be  necessary  and  would  wither  away. 

Marx  borrows  a theory  called  dialectics  from  a man  named  Hegel  to  explaining  the 
changing  world.  However,  Marx  also  claims  that  the  material  world  shapes  historical 
events. 
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(1) 

Materialism 

a. 

(6) 

claimed  that  the  world  shaped  people 

(2) 

business  cycle 

b. 

(9) 

the  antithesis  of  bourgeosie 

(3) 

Engels 

c. 

(5) 

expained  how  the  workers  were  exploited 

(4) 

bourgeosie 

d. 

(8) 

would  eventually  lead  to  the  rule  of  the  proletariat 

(5) 

surplus  value 

e. 

-JiL- 

created  an  industrial  society 

(6) 

Marx 

f. 

(10) 

stated  that  people’s  thoughts  shaped  events 

(7) 

Dialectics 

g*. 

(3) 

lifelong  friend  of  Marx 

(8) 

class  conflict 

h. 

(1) 

Marx’s  view  of  the  “real”  world 

(9) 

proletariat 

i. 

(2) 

the  fluctuations  of  a market  economy 

(10) 

Hegel 

j-- 

(7) 

Marx’s  inherited  theory  of  logical  change 

Part  B 

1.  What  is  the  socialist  view  of  capitalism? 

Socialists  believed  capitalism  was  an  evil  system,  in  which  workers  were  exploited  by  rich 
industrialists. 

2.  Define  socialism. 

Socialism  is  a system  of  social  organization  in  which  industry,  capital,  land,  and  the  other  means 
of  production  are  owned  and  controlled  by  the  community  as  a whole. 

3.  Explain  the  term  “dialectics”  as  used  by  Marx. 

According  to  Marx,  people’s  ideas  were  shaped  by  the  material  world.  Marx  saw  evolution  as 
the  interaction  of  opposites,  a scientific  interpretation  of  the  way  in  which  human  society 
develops. 

4.  How  did  Hegel  influence  Marx? 

Marx  owed  his  theory  of  dialectics  to  the  work  done  by  Hegel. 

5.  Explain  the  materialist’s  view  of  the  world. 

The  materialist’s  view  of  the  world  is  that  the  real  world  is  the  world  of  matter.  Such  a person 
denies  the  existence  of  any  divine  or  spiritual  forces. 
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6.  What  is  the  materialists ’s  conception  of  history? 

The  ideas  of  people  at  any  particular  time  depended  on  the  social,  political,  and  economic 
conditions  of  their  life . Materialists  saw  history  as  humankind's  mastery  of  nature. 

1 .  What  is  the  dialectical  view  of  history? 

The  dialectical  view  of  history  is  based  on  the  idea  that  all  changes  in  society  are  the  result  of 
changes  in  the  modes  of  production  As  more  efficient  means  of  production  are  found,  they  are 
adopted,  and  this  leads  to  society  forming  itself  into  new  economic  classes. 

8.  What  are  Marx’s  explanations  of  capitalism? 

Marx  felt  capitalism  had  its  origins  in  the  merchant  classes  in  feudal  society.  As  these 
merchants  developed  industries  and  accumulated  wealth  they  formed  themselves  into  a class,  the 
bourgeoisie.  This  industrial  development  also  created  a new  class  of  urban  workers  who  were 
exploited  by  the  owners  of  the  factories.  These  two  classes  would  come  into  conflict  and  a new 
stage  of  development  would  occur  - socialism , 


Section  1 : Activity  6 

1.  What  were  the  evolutionary  socialists’  main  criticisms  of  Marx? 

The  evolutionary  socialists  criticized  Marx  regarding 

• the  use  of  violent  revolution  to  overthrow  the  government 

• the  establishment  of  an  interim  dictatorship 

2.  Why  would  the  evolutionary  socialists  believe  that  capitalism  provided  better  prospects  for 
workers  than  communism? 

The  evolutionary  socialists  felt  the  death  and  destruction  of  violent  revolution  would  make  the 
conditions  for  the  workers  worse.  Many  workers  would  die  in  the  revolution,  and  then  it  would 
take  many  years  to  try  to  rebuild  the  economy . 

3.  Why  were  evolutionary  socialists  called  revisionists? 

They  were  called  revisionists  because  they  were  revising,  or  amending,  Marx's  theories  to  fit 
their  situations. 

4.  Who  were  the  Fabians,  and  how  did  they  reflect  the  philosophy  of  revisionism? 

The  Fabians  were  a group  of  intellectuals , primarily  British,  whose  aim  was  to  educate  people 
as  to  the  benefits  of  socialism  without  promoting  revolution. 
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Section  1 : Follow-up  Activities 
Extra  Help 
Part  A 

L How  do  socialism  and  capitalism  differ? 

Socialism  promotes  the  public  ownership  of  property  while  capitalism  promotes  private 
ownership.  Socialism  supports  collectivism , while  capitalism  supports  individualism. 

2.  How  did  conditions  for  workers  prior  to  the  Industrial  Revolution  differ  from  those  of  workers 
during  the  Industrial  Revolution? 

Prior  to  the  Industrial  Revolution , workers  were  no  worse  off  than  during  the  Industrial 
Revolution. 

3.  Who  were  the  Utopians  and  what  were  their  views? 

The  Utopians  were  a group  of  intellectuals  in  France  and  Britain  who  urged  a return  to  a simple 
life  modelled  on  the  peasant  village. 

4 . Why  could  communism  be  called  scientific  socialism? 

Communism  was  called  scientific  socialism  because  it  rested  upon  a scientifically  correct  view  of 
history . 

5 . How  does  Fabianism  differ  from  communism? 

Fabianism  was  founded  in  the  late  nineteenth  century  by  British  intellectuals  who  saw  socialism 
as  a completely  constitutional  political  movement.  It  did  not  promote  violent  revolution  or  the 
establishment  of  a dictatorship  of  the  proletariat . 

Part  B 

Fill  in  the  blanks  to  complete  the  text 

The  roots  of  socialism  may  be  traced  back  into  physics.  Sir  Isaac  Newton’s  work  led  to  the 
development  of  the  concept  of  natural  law.  If  people  were  able  to  discover  and  use  these  laws,  then 
greater  efficiency  would  be  the  result.  Thus,  the  economic  problem  of  scarcity  could  be  solved. 

Adam  Smith  picked  up  this  concept  and  applied  it  to  the  field  of  economics.  He  founded  a doctrine 
called  laissez-faire  which  argued  against  government  involvement. 

The  negative  effects  of  uncontrolled  freedom  were  soon  noticeable.  Society  as  a whole  seemed  to  be 
deteriorating  for  the  mass  of  the  people.  Essentially,  while  the  problem  of  production  may  have  been 
solved,  the  problem  of  distribution  was  not  solved.  A group  of  people  felt  society’s 

Social  Studies  30  9 Learning  Facilitator’s  Manual 


Module  4 


problems  could  be  solved  if  people  were  given  a perfect  environment,  thus  “causing”  perfect  people. 

This  group  of  people  were  called  utopian  socialists Two  philosophers  active  in  this 

area  were  Babeuf,  St.  Simon , Fourier,  Blanc,  Owen  (use  any  two) 


In  France,  new  ideas  sprung  up.  Louis  Blanc  came  up  with  the  famous  statement: 

“From  each  according  to  his  ability , to  each  according  to  his  needs.”  Blanc  advocated  ownership 

of  property  by  fjjg  state  but  the  management  of  the  property  should  be  in  the 

hands  of  jjjg  workers  Proudhon  went  even  further  by  advocating  the  complete  end 

of  formal  government  which  he  felt  existed  only  to  exploit  people.  This  belief  came  to 

be  called  anarchism 

Events  in  other  areas  began  to  influence  economics  again.  A German  philosopher  called  Hegel 
developed  a theory  called  the  dialectic  which  could  be  defined  as  f/ig  logical 

process  of  change  in  this  theory,  a thesis  was  matched  by  an  antithesis  which  resulted  in 
a synthesis  For  Hegel,  the  causal  agent,  of  thesis,  was  people  acting  in  the  world 

Marx  and  Engels  then  began  to  use  previous  ideas  in  the  development  of  their  theories  of 
communism.  They  published  two  important  books,  one  of  which  was  The  Communist  Manifesto, 

or  Das  Kapital 

Marx  and  Engels  agreed  with  Hegel’s  ideas  on  the  nature  of  change,  but  differed  on  the  cause.  For 
Marx  and  Engels,  the  cause  of  change  was  changes  in  the  modes  of  production  This  led  to  their 
beliefs  on  change  to  be  called  dialectical  materialism 

Marx  argued  that  humankind  began  in  a situation  where  goals  and  the  distribution  of  goods  were 
unequal  As  time  went  on,  society  changed  and  people  formed  themselves  into  classes 
that  were  based  on  economic  differences.  Those  in  the  “upper”  classes  were  able  to  sustain 
themselves  by  exploiting  the  workers  (also  called  the  proletariat  )f  and  taking  over  the 
workers’  surplus  value  These  “upper”  classes  ultimately  become  irrelevant  to  the  society 
and  give  rise  to  a new  class  that  eventually  withers  away  to  classlessness 


Enrichment 

1.  Examine  the  cartoon  below  and  answer  the  questions  which  follow. 

a.  How  is  the  cartoonist  using  symbolism  and  irony? 

The  cartoonist  is  using  symbolism  to  illustrate  the  size  of  the  working  class,  and  irony 
because  the  man  is  saying  he  doesn’t  see  a force  large  enough  to  create  a utopia  when  he  is 
leaning  against  it. 
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b.  What  is  implied  in  the  cartoon? 

The  implication  is  that  the  middle  and  upper  classes  did  not  see  the  working  class  as  an 
effective  agent  of  change. 


2.  Based  on  the  two  charts,  answer  the  questions  which  follow. 

a.  What  interpretation  would  a socialist  make  of  the  charts?  (Be  sure  to  deal  with  each  chart.) 

A socialist’s  view  of  the  charts  might  be  the  following: 

The  figures  for  the  first  chart  do  show  wage  increases  but  prices  also  rose  even  more  than 
wages.  Workers  were  really  worse  off  than  before  the  Industrial  Revolution.  Also,  the 
figures  in  the  chart  are  for  industrial  workers  only.  Farm  workers,  who  make  up  a larger 
segment  of  the  workforce,  have  not  been  included.  The  figures  in  this  chart  are  also  for 
workers  who  have  jobs.  The  number  of  workers  left  jobless  by  the  Industrial  Revolution 
must  be  taken  into  account.  The  second  chart  on  death  rates  shows  death  rates  have 
actually  increased  since  1810 . The  figures  are  also  average  figures.  I feel  the  rate  would  be 
much  higher  for  industrial  workers . 

b.  How  would  a capitalist’s  view  differ? 

A capitalist’s  view  of  the  charts  might  be  the  following: 

The  figures  in  the  first  chart  demonstrate  that  wages  have  increased  considerably  since 
1770.  Improvements  in  production  will  lead  to  lower  prices  so  workers  will  be  able  to  buy 
more  things.  Chart  two  shows  a dramatic  drop  in  death  rates.  This  must  be  the  result  of 
medical  improvements  brought  about  by  the  Industrial  Revolution . People  also  must  be 
getting  more  food  and  better  housing  because  they  are  living  longer. 
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Section  1 Assignment 

Read  all  the  parts  of  your  assignment  carefully  and  record  your  answers  in  the  appropriate 
places. 

Complete  the  following  retrieval  chart. 


Views  of  the 
Existing  Society 

Methods  for  Bringing 
About  Change 

Goal(s)  of  Change 

Utopian 

Socialists 

• It  is  not  perfect. 

• It  needs  to  be 
changed. 

• It  leads  to  abuse 
of  the  worker. 

To  create  a perfect 
enviroment,  conditions 
for  the  workers  must  be 
changed . 

A perfect 
environment  - 
perfect  human 
beings. 

Revolutionary 

Socialists 

It  exists  to  exploit 
the  workers . 

A violent  overthrow  of 
the  existing 
government  by  the 
workers  is  necessary. 

A classless  society 

Evolutionary 

Socialists 

It  is  not  the  most 
just  and  equitable 
society,  but  it 
provides 
possibilities  for 
worker’s 
progress. 

Democratic 
parliamentary  change 
to  the  existing 
institutions  is 
necessary. 

A more  just  and 
equitable  society. 
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Section  2:  Socialism  in  Practice 

Key  Concepts: 

• Marxism 

• democratic  socialism 

This  section  attempts  to  illustrate  how  Marxist  theory  was  put  into  practice  by  Lenin,  Stalin,  and 
Mao  Tse-tung.  Also,  the  theories  of  democratic  socialism  are  demonstrated  by  examining  the  case 
study  of  Sweden. 


Teaching  Suggestions: 

This  section  is  quite  heavy  in  content,  but  the  information  is  crucial  to  coverage  of  the 
curriculum  specifications.  The  use  of  the  visuals , videos , and  biographical  information  should 
add  interest . Also,  the  use  of  the  retrieval  charts  is  critical  because  large  amounts  of  information 
can  be  placed  in  one  chart  and  comparisons  become  much  more  obvious . 


Section  2:  Activity  1 

1.  What  is  meant  by  the  statement  “economic  decisions  are  often  political  decisions”? 

The  priorities  of  the  government  are  reflected  in  economic  decisions . 

2.  In  a command  economy,  what  is  the  role  of  government? 

The  government  makes  all  economic  decisions . 

3.  What  role  does  the  central  planning  authority  play  in  a command  economy? 

The  central  planning  authority  takes  direction  from  the  government,  then  puts  together  an 
economic  plan.  The  plan  is  presented  to  ministries  and  then  formalized  by  the  central  planning 
authority. 

4.  What  are  some  of  the  possible  benefits  of  centralized  decision  making? 

Centralized  decision  making  provides  benefits  such  as 

• allocating  resources  to  specific  industries  that  are  to  be  built  up 

• allocating  labour  to  certain  industries 

• rapid  decision  making 

• no  competition  for  resources  or  labour 
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5.  Why  might  consumer  products  be  low  priorities  in  a command  economy? 

Generally,  the  military  and  heavy  industry  needed  to  build  the  military  are  stressed,  while  many 
consumer  products  are  considered  luxury  items  and , therefore,  are  not  produced,  or  produced  in 
limited  numbers . 

6.  Why  is  decision  making  considered  decentralized  in  a democratic  socialist  system? 

Decision  making  is  decentralized  because  most  decisions  are  made  by  the  many  individuals 
involved . 

7.  What  is  the  role  of  government  in  a democratic  socialist  system? 

The  role  of  the  government  in  this  system  is  in 

• indicative  planning 

• regulation  through  monetary  and  fiscal  policy 

• income  equalization  and  job  creation 

8.  Why  do  you  think  this  system  appeals  to  many  people? 

The  many  free  social  services  have  appeal  for  many  people , while  for  others,  the  combination  of 
primarily  private  enterprise  with  some  government  regulation  is  attractive . 

9.  Why  would  some  politicians  choose  socialism  over  capitalism? 

Some  politicians  would  choose  socialism  because  it  promises  a more  equitable  society.  Those 
who  have  share  with  those  who  have  not. 


Section  2:  Activity  2 

Name  three  of  the  figures  in  the  cartoon. 

The  figures  depicted  in  the  cartoon  are: 

Marx,  Stalin,  Lenin,  Mao  Tse-tung,  Castro,  Brezhnev,  Khruschev 


Section  2:  Activity  3 

1 . What  components  of  Marxist  theory  did  Lenin  implement? 

Lenin  implemented  Marxist  components  through 

• the  creation  of  the  Communist  Party 

• the  revolution  in  which  the  existing  government  was  overthrown 

• the  establishment  of  an  interim  dictatorship 

• the  socialization  of  the  economy 


Social  Studies  30 


14 


Learning  Facilitator’s  Manual 


Module  4 


2.  What  was  “war  communism”? 

War  communism  meant  that  people  had  to  give  up  certain  things  ( material  goods  or  choices), 
and  that  everyone  had  to  make  sacrifices  to  ensure  a Communist  victory  in  the  civil  war. 

3.  What  capitalist  elements  was  Lenin  forced  to  accept? 

Lenin  was  forced  to  accept  a number  of  capitalist  elements,  such  as 

• allowing  peasants  to  sell  excess  produce  for  profit  in  open  markets 

• returning  ownership  of  small  factories  to  private  individuals 

• legalizing  private  retail  trade 


Section  2:  Activity  4 

1.  What  was  “socialism  in  one  country”? 

Stalin  felt  that  before  socialism  could  be  spread  throughout  the  world,  it  had  to  build  a firm 
foundation  in  one  country,  the  Soviet  Union . 

2.  Lenin’s  N.E.P.  and  Stalin’s  economic  plan  both  aimed  at  modernization,  but  how  did  they  differ? 

Lenin  did  not  make  extensive  use  of  force  to  get  workers  and  peasants  to  produce  more,  nor  did 
he  set  production  targets  for  the  entire  economy . Stalin,  however,  used  both  force  and 
production  targets  towards  the  goal  of  modernization. 

3.  How  did  Stalin  use  state  planning  to  achieve  economic  goals? 

Stalin  used  state  planning  to  achieve  economic  goals  by 

• setting  up  five-year  plans  with  targets  and  quotas  for  production 

• emphasizing  certain  sectors  of  the  economy  and  allocating  resources  and  labour  to  those 
areas 

4.  a.  What  was  forced  industrialization? 

Forced  industrialization  was  a strong  emphasis  on  industry,  particularly  heavy  industry,  the 
setting  of  extremely  high  targets  and  quotas  for  production,  and  forcing  workers  to  meet 
these. 

b.  What  was  collectivization  of  agriculture? 

Collectivization  of  agriculture  was  the  joining  of  small  farms  into  large  state  farms  that 
would  be  farmed  collectively  with  increased  stress  placed  on  the  use  of  machinery. 
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Section  2:  Activity  5 

L What  economic  problems  existed  in  the  Soviet  Union  in  1921? 

In  1921,  there  was  lowered  production,  starvation,  and  shortages  of  goods. 

2.  Why  did  Lenin  give  up  “war  communism”? 

Lenin  gave  up  war  communism  because  the  people  did  not  want  it  after  the  civil  war  was  over . 
The  revolt  by  sailors  at  Kronstadt  showed  this  to  Lenin . 

3.  a.  What  was  the  aim  of  Lenin’s  N.E.P.? 

The  aim  of  Lenin’ s N.E.P.  was  to  modernize  the  Soviet  Economy  by  temporarily  returning 
to  some  capitalistic  principles.  He  also  promoted  increased  access  to  electrical  power 
throughout  the  Soviet  Union. 

b«  What  were  its  characteristics? 

Its  characteristics  were  the  promotion  of  individual  incentive  and  profit  making.  Peasants 
were  encouraged  to  produce  more  food  and  some  private  enterprise  was  allowed. 

4.  How  did  Stalin  outmaneuver  Trotsky  for  power  in  the  USSR? 

Stalin  was  able  to  outmaneuver  Trotsky  because  as  first  party  secretary,  he  filled  all  vacancies 
with  his  own  supporters. 

5 . a.  What  was  “socialism  in  one  country”? 

Socialism  in  one  country  was  Stalin’s  belief  that  before  socialism  could  be  spread 
throughout  the  world  the  Soviet  Union  had  to  become  an  industrial  giant. 

b.  Why  did  it  appeal  to  the  people? 

Socialism  in  one  country  appealed  to  the  people  because  they  wanted  to  build  up  their  own 
country  and  improve  conditions  there.  Trotsky  promoted  the  worldwide  spread  of 
communism. 

6 . Why  did  Stalin  think  that  forced  industrialization  and  collective  agriculture  were  necessary? 

Stalin  felt  forced  industrialization  and  collectivized  agriculture  were  necessary  to  make  the 
USSR  into  an  industrial  fortress  and  nationalistic  state. 
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Section  2:  Activity  6 

1.  Centralized  economic  planning  in  a developed  economy  is  an  extremely  complex  task.  Why? 

Centralized  economic  planning  in  a developed  economy  is  complex  because  as  the  size  and 
scope  of  an  economy  increases,  it  becomes  more  difficult  to  gain  the  specialized  knowledge 
needed  to  make  decisions  about  such  things  as  the  nation's  economic  capacity . 

2.  Is  it  possible  for  a centralized  system  to  determine  the  total  capacity  of  its  economy?  Why? 

It  is  possible  to  determine  the  capacity  of  a nation's  economy  if  there  are  enough  committees 
involved  to  supply  the  information , but  this  is  unlikely . 

3.  What  role  did  Gosplan  play  in  economic  planning  in  the  USSR? 

Gosplan  allocated  all  resources  and  labour , set  all  targets  and  quotas,  set  prices,  and 
controlled  all  marketing  procedures . 

4.  How  does  the  term  “incentives”  apply  to  the  system  described? 

Incentives,  in  the  capitalist  sense  of  “ earning  more  ” does  not  apply.  The  incentives  in  this 
system  are  achieved  for  surpassing  quotas . One  receives  a bonus  as  an  incentive . 

5.  How  did  the  Soviet  government  regulate  consumer  sovereignty? 

The  Soviet  government  regulates  consumer  sovereignty  by  pricing  high  those  things  they  feel  are 
not  necessary.  They  also  only  produce  limited  quantities  of  some  things  people  want  as  long  as 
people  can  pay  for  them  and  as  long  as  they  are  willing  to  wait  for  them  to  be  made. 


Section  2:  Activity  7 

Part  A 


1.  How  was  the  Chinese  economic  development  influenced  by  the  Soviets? 

The  Soviets  gave  the  Chinese  a model  to  use.  The  Chinese  used  the  ideas  of  centralized  planning 
and  five-year  plans.  The  Soviets  also  provided  a great  deal  of  aid  to  the  Chinese. 

2.  How  was  Mao’s  approach  similar  to  that  of  Lenin? 

Mao's  approach  was  similar  to  Lenin's  in  that  Mao  took  control  of  heavy  industry,  banks,  and 
foreign  trade.  The  rest  of  the  economy  was  left  in  private  hands.  Small  industry  and  the  retail 
trade  were  privately  owned.  In  agriculture,  Mao  gave  the  land  to  the  peasants  and  allowed  them 
to  sell  their  extra  produce  for  a profit. 
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3.  How  did  Mao’s  approach  to  the  collectivization  of  agriculture  differ  from  Stalin’s  approach? 

Mao's  approach  to  agriculture  was  cautious.  He  did  not  force  collectivization.  His  approach 
was  a slow  and  cautious  process . 

4.  What  changes  in  direction  were  evident  in  the  Great  Leap  Forward? 

In  the  Great  Leap  Forward , Mao  tried  to  tie  agriculture  and  industry  together  more  closely.  The 
aim  was  to  increase  production  in  both  areas , not  just  industry  as  had  occurred  earlier . He 
stressed  the  need  for  everyone  to  get  involved  in  the  program. 


People’s  Republic  of  China,  Socialization  of  Agriculture,  1950-58 


Year 

Mutual  Aid 
Teams 

(in  thousands) 

Lower  Stage 
Agricultural 
Producers 
Cooperatives 

Higher  Stage 
Agricultural 
Producers 
Cooperatives 
(collectives) 

1950 

2 700 

19 

1 

1951 

4 760 

300 

n.a. 

1952 

8 030 

3 640 

10  i 

1953 

7 450 

15  000 

15 

1954 

9 930 

114000 

201 

1955 

7150 

633  000 

529 

1956 

n.a. 

681  697 

31 1 935 

1957 

n.a. 

n.a. 

700  000 

1958 

0 

0 

740  000 

rua.  - not  available 

J 

5 .  Based  on  the  chart  above,  what  conclusions  can  be  drawn  regarding  agricultural  collectivization 
in  China? 


The  chart  illustrates  Mao's  process  of  collectivization.  It  shows  that  in  1950,  there  were  very 
few  People's  Communes  but  by  1958,  all  farmers  were  part  of  these  large  collectives. 
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Part  B 

1.  Why  did  Mao  feel  that  the  peasant  was  the  key  to  revolution  in  China? 

Mao  felt  that  the  peasants  were  the  key  to  the  revolution  because  if  a revolution  was  to  be 
successful , it  would  have  to  have  the  support  of  the  peasants . 

2.  Why  did  Mao  place  so  much  emphasis  on  communes  to  solve  China’s  economic  problems? 

Mao’s  emphasis  on  communes  was  based  on  the  need  to  feed  the  population  and  the  fact  that 
such  a large  proportion  of  the  population  lived  in  rural  areas . 


Section  2:  Activity  8 

1.  What  components  of  democratic  socialism  are  illustrated  by  Sweden? 

Sweden  has  become  a socialist  country  through  democratic  parliamentary  means . It  promotes 
some  government  regulation  within  the  dominant  private  sector;  equality  in  income;  cooperation 
between  business,  government,  and  labour;  and  job  creation . 

2.  How  does  the  size  of  the  private  sector  compare  to  that  of  the  public  sector  in  Sweden? 

Business  and  industry  in  Sweden  is  about  85%  privately  owned  and  15%  publicly  owned . 

3.  What  kind  of  planning  is  used  in  Sweden,  and  how  is  it  used? 

Sweden  uses  indicative  planning,  which  means  the  government  provides  business  and  industry 
with  economic  trends  and  forecasts  which  they  may  or  may  not  use. 

4.  a.  What  are  the  “Act  on  Co-determination”  and  “wage  earner  hinds”? 

The  Act  on  Co-determination  legislates  worker  involvement  in  production  and  marketing 
decisions.  Wage  earner  funds  have  companies  provide  money  through  taxation  to  the  unions 
for  the  purchase  of  shares. 

b.  How  have  these  affected  worker-employer  relations? 

The  Act  on  Co-determination  and  wage  earner  funds  have  increased  workers’  say  in 
economic  decision  making. 

5.  Why  is  Sweden  called  the  “cradle  to  grave  welfare  state”? 

Sweden  is  called  the  “ cradle  to  the  grave  welfare  state”  because  the  state  provides  free  social 
services  for  all  people,  from  unborn  infants  to  senior  citizens. 
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6.  a.  What  is  progressive  taxation? 

Progressive  taxation  is  based  on  the  idea  that  the  more  money  you  make , the  more  tax  you 
pay. 

h.  How  does  it  equalize  incomes? 

The  progressive  taxation  system  helps  pay  for  such  things  as  social  services  for  those  who 
cannot  afford  them.  This  equalizes  incomes. 

1.  a.  What  is  the  “Third  Way”? 

The  Third  Way  is  Sweden’s  new  economic  policy. 

b.  What  are  its  aims? 

Its  aims  are  to  keep  unemployment  and  inflation  in  check,  and  to  institute  tax  reform. 

8.  What  point  is  the  cartoonist  trying  to  make? 

In  a social  democracy  social  services  are  extensive  and  free.  Government  pays  for  these  through 
taxes  on  many  products. 

Section  2:  Activity  9 

Part  A 

Fill  in  the  retrieval  chart  below  using  the  headings  provided.  You  will  have  to  make  prediction  to  fill 
in  the  information  for  the  1990s. 
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Sweden’s  Economy 

I 


Public  Democratic  Mixed  Laissez- 

Enterprise  Socialism  Capitalism  faire 


Labour 

• " Solidaristic ” 
wage  policy  to 
narrow  wage 
differences 

Labour  • job  creation „ 
retraining , and 
recruitment 
schemes 

Labour 

• breakdown  in  the 
bargaining 
system  between 
various  sector 
unions 

Industry 

• private 
ownership,  non- 
intervention in 
marketplace 

Industry  • government 
support  and 
incentives  for 
research  and 
development 

Industry 

9> 

Government  • tightfiscal 

Government  • tighter  fiscal! 

Government  • 

policy 

monetary 

deregulation 

policy 

of  money 

• active 

markets 

government 

• devaluation 

intervention 

of  currency 

* inequality  in 

with 

tax  system, 

unemployment 

• reversal  of 

need  for 

subsidy 

radical  tax 

* active 

policy  to  lame 

reforms 

employment 

duck 

measures 

industries 

• controlled 
public 

• active 

• cut  in  central 

spending 

measure  to 

government 

improve  the 
mobility  of 

deficit  budget 

labourers 

• well-aimed 
employment 
measures  and 
controls 
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PartB 

If  you  have  the  appropriate  video  equipment,  it  is  suggested  that  you  view  the  videotape  The  Swedish 
Solution.  This  sixty  minute  videotape  outlines  various  components  of  the  Swedish  economy  of  the 
early  eighties.  Once  you  have  finished  viewing  the  tape,  answer  the  questions  below. 

1 . What  dilemma  did  Sweden  face  in  the  early  eighties? 

The  dilemma  faced  by  Sweden  was  how  to  restore  productivity  and  foreign  competitiveness  to 
their  economy  without  weakening  the  social  welfare  structure . 

2.  a.  Describe  democratic  socialism. 

Democratic  socialism  is  an  ideology  stemming  from  the  belief  that  the  improved  economic 
and  social  conditions  of  a socialist  system  can  be  brought  about  through  democratic 
parliamentary  means . 

b.  Does  it  emphasize  individual  freedom  or  the  common  good  in  its  political  and  economic 
systems? 

It  stresses  individual  freedom  in  its  political  system  and  the  collective  or  common  good  in  its 
economic  system . 

3.  What  is  the  Swedish  attitudes  toward  high  taxes? 

Swedes  believe  high  taxes  are  necessary  to  pay  for  the  many  social  services  they  receive . 

4.  What  changes  are  taking  place  in  manegment- worker  relations  at  Volvo  and  Saab? 

The  changes  in  management-worker  relations  are: 

Volvo  - workers  negotiate  with  employers  on  any  decisions  affecting  work.  There  have  been 
alterations  to  the  traditional  assembly  work  with  workers  rotating  among  a variety  of 
jobs.  Workers  are  also  involved  in  production  planning  and  marketing  decisions. 

Saab  - workers  have  developed  autonomous  work  groups  that  work  outside  the  normal 

assembly  line . They  set  their  own  quotas,  duties,  and  pace,  and  manage  their  own 
resources. 

5.  What  have  been  the  effects  of  the  efforts  of  the  Office  of  Equal  Opportunity? 

The  Office  of  Equal  Opportunity  guarantees  equal  opportunity  for  men  and  women  in  the 
workplace.  The  1980  legislation  has  had  the  following  results: 

• There  are  almost  as  many  women  as  men  in  the  labour  force. 

• Employers  are  reluctant  to  violate  the  legislation  for  fear  of  being  accused  publicly  of 
discrimination. 
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Section  2:  Activity  10 

1.  The  author  has  presented  a negative  view  of  socialism. 

a.  What  are  the  negative  resutlts  he  sees  coming  from  socialism? 

The  author  presents  the  view  that  the  system  can  be  abused  by  those  who  do  not  want  to 
work , and  that  those  who  work  hard  are  penalized  by  helping  those  who  do  not.  The  author 
suggests  that  this  causes  people  to  lose  their  motivation  to  work. 

b.  Do  you  agree  with  his  view?  Why  or  why  not? 

Answers  will  vary.  Give  support  with  specific  examples . Be  careful  not  to  overgeneralize  or 
stereotype . 

2.  What  are  positive  results  of  socialism  that  would  counter  Mr.  Spetz’s  views? 

These  are  some  of  the  positive  aspects  of  the  social  programs  mentioned  in  the  article: 

Pension  plans  provide  people  with  security  in  their  retirement . Unemployment  insurance 
provides  income  when  people  unavoidably  lose  their  jobs  or  have  difficulty  finding  a new  job. 
Health  care  provides  equal  medical  care  to  all  people  regardless  of  income.  Income  tax 
provides  many  necessary  services  to  citizens  of  a country. 
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Section  2:  Follow-up  Activities 
Extra  Help 

1.  Basic  Features  of  the  Soviet  Economy 

a.  Draw  a diagram  illustrating  the  planning  process  in  the  Soviet  Economy. 

Command  System  - Public  Enterprise 


Central  Planning  In  the  USSR 


Small  private  enterprises  now  Small  private  agricultural  plots 

encouraged,  but  must  be  • are  significant  in  terms  of  production 

• family  business  or  self-employed  * se*'  on  °Pen  market 

• have  no  outside  paid  employees 

• sell  on  the  open  market 
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b.  Complete  the  following  chart 


Explanation 

Justification 

Centralized 

Planning 

Planners  make  all 
economic  decisions 
about  what  to  produce , 
how  to  produce  it,  and 
how  to  distribute  it . 

In  order  to  generate 
economic  growth  long 
range  planning  is  needed 
and  decisions  should  be 
made  on  sound  economic 
information. 

State 

Ownership 

About  97%  public 
ownership  of  land, 
resources,  factories 
business,  etc . 

This  prevents 
exploitation  of  workers 
and  promotes  the 
collective  good. 

Coordination  of 
Resources 

Gosplan  allocates  all 
resources  and  labour  to 
those  areas  emphasized 
in  the  five-year  plan . 

With  little  or  no 
competition  for 
resources  or  labour,  they 
should  be  used  efficiently 
with  all  efforts  focused 
on  achieving  the  plan's 
targets. 

Decentralized 

Decision 

Making 

Very  little  decentralized 
decision  making,  only 
in  the  area  of  consumer 
purchasing  where  the 
consumer  decides  what 
to  buy  and  how  much . 

Gives  the  people  some 
freedom  of  choice  and 
helps  the  planners 
determine  what 
consumer  goods  to 
produce. 

Conformity  of 
Purpose  Between 
Political  and 
Economic 
Bureaucracies 

Political  leaders  pass 
economic  priorities  on  to 
the  economic  planners 
who  implemented  these 
political  priorities 
through  the  five-year 
plans . 

The  government  and 
economic  planners  must 
work  together  in  order  to 
best  implement  economic 
plans . 
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2.  Fill  in  the  retrieval  chart  below  as  it  relates  to  Sweden.  Provide  examples  from  the  Swedish 
economy  to  illustrate  each  of  the  essential  elements  of  Democratic  socialism. 


The  Essentials  of  Democratic  Socialism 


1.  The  collective  interests 
are  more  important 
than  the  interests  of  the 
individual. 

The  Swedes  have  designed  programs  that  promote 
equality,  sharing,  and  cooperation . The  interest  of 
society  outweighs  individual  interest. 

2.  Equality 

The  Swedes  promote  equality  through  attempts  at 
income  equalization  plans,  guaranteed  employment, 
and  universal  social  services. 

3.  Economic  Cooperation 

There  is  a great  deal  of  cooperation  between  business, 
labour,  and  government  in  economic  decision  making 
and  planning.  j 

4.  Government  Ownership 
of  Key  Industries 

The  Government  controls  portions  of  the  extractive 
industries,  transportation,  public  utilities,  and  natural 
resources . 

5.  Private  Ownership  of 
Industries 

About  85%  is  privately  owned  mainly  in  the  areas  of 
agriculture,  shipping,  automotives,  baking,  steel 
production,  and  the  retail  industry. 

6.  Comprehensive  Social 
Welfare  System 

Called  the  " cradle  to  grave  welfare  state,”  services 
provided  range  from  prenatal  care  to  maternity 
benefits , free  medical  and  dental  care,  subsidized 
lunches  and  bus  fares , free  daycare,  and  generous  old 
age  pensions . 

7.  Indicative  Planning 

The  government  provides  forecasts,  trends,  and 
guidelines  to  business  and  industry  to  help  them  in 
their  economic  planning.  These  groups  may  or  may  \ 

not  use  this  information. 

8.  High  Progressive 
Taxation 

In  order  to  pay  for  the  comprehensive  social  services, 
Swedes  pay  high  taxes . The  philosophy  is  based  on  the 
idea  that  the  more  money  one  makes,  the  larger  the  tax 
contribution.  The  average  rate  of  tax  is  60%. 
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Enrichment 

1.  a.  Where  do  you  think  something  like  this  could  happen? 

This  could  have  happened  in  any  number  of  cities  during  the  Industrial  Revolution,  or  in 
some  of  the  large  slums  in  major  cities  of  the  modern  world. 

b.  When  do  you  think  this  piece  was  written? 

It  could  have  been  written  in  the  eighteenth , nineteenth,  or  the  twentieth  century . 

c.  What  type  of  economic  system  would  be  likely  to  tolerate  such  conditions? 

It  could  be  either  a democracy  or  dictatorship  as  a political  system,  but  it  is  most  likely 
laissez-faire  capitalism . 

d.  Why  would  such  conditions  be  tolerated? 

These  conditions  would  be  tolerated  under  pure  laissez-faire  capitalism.  The  philosophy 
upon  which  this  system  is  based  is  " survival  of  the  fittest.9’  Those  who  are  unsuccessful 
deserve  whatever  fate  befalls  them . 

e.  What  can  be  done  to  rectify  a situation  such  as  this? 

This  situation  could  be  rectified  by  programs  such  as  unemployment  insurance,  welfare,  and 
universal  health  care. 

2.  Based  on  the  article  “Pitfalls  in  Planning,”  what  problems  were  identified  in  the  Soviet  Economy 
in  1980? 

This  article  identifies  the  following  problems  in  the  Soviet  Economy  of  1980: 

• The  overall  growth  rate  had  dropped  to  almost  nothing. 

• Steel  production  had  dropped. 

• System  limited  inventiveness  and  incentive. 

• System  was  having  difficulty  making  better  and  more  efficient  use  of  its  plants,  factories, 
and  technologies. 

• Production  targets  were  often  selected  because  they  looked  good,  not  because  they  could 
be  achieved. 

• The  system  promoted  the  production  of  poor  quality  products. 

• Soviet  system  rewarded  caution  and  conformity. 

• System  lacked  innovation  because  meeting  the  quotas  was  everything. 

• Economic  reforms  encountered  obstacles  because  they  involve  political  reform. 

• Agriculture  remained  the  most  troubled  sector. 

• There  was  a serious  shortage  of  labour. 

• Young  people  were  leaving  the  farms  for  the  cities. 

• Planners  emphasized  high  profile  projects  that  were  often  impractical. 

• Soviet  citizens  faced  declining  prosperity. 
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Section  2 Assignment 

Read  all  the  parts  of  your  assignment  carefully  and  record  your  answers  in  the  appropriate 
places. 

There  are  at  least  two  forms  of  socialist  practice  in  today’s  world.  These  are  the  command  economy 
and  the  welfare  state. 

In  an  essay  of  two  to  three  pages,  compare  the  similarities  and  differences  between  the  command 
economy  and  the  welfare  state.  A suggestion  might  be  to  examine  the  areas  of  planning,  public 
ownership,  private  ownership,  and  basic  beliefs.  Be  sure  to  illustrate  your  comparison  with  practical 
evidence  from  some  of  the  examples  covered  in  this  section. 

The  chart  that  follows  illustrates  some  comparisons  that  students  should  make  in  their  essays. 


Command  Economy 

Welfare  State 

Basic 

Beliefs 

There  is  complete  ownership  by  the 
state.  The  economy  is  completely 
planned  under  a one-party 
ideological  dictatorship. 

A compromise  is  made  between 
private  and  public  ownership.  There 
is  a shared  effort  under  a democratic 
parliamentary  system . 

Planning 

Central  planning  allocates  all 
resources  and  labour  used , sets  all 
prices,  establishes  all  economic  plans, 
and  sets  targets  and  quotas . 

Indicative  planning  gives  trends  and 
forecasts  of  the  economy  to  business 
and  industry  that  they  can  choose  to 
use  or  not.  Monetary  and  fiscal 
policy  is  set. 

Public 

Enterprise 

The  state  owns  about  97%  of  all 
lands,  factories,  banks, 
transportation,  etc.  Small  amounts  of 
farm  land  are  privately  owned. 

The  state  owns  about  15%.  It  owns 
portions  of  forests,  transportation, 
energy  resources,  public  utilities,  and 
extractive  industries,  and  regulates 
the  sales  of  various  products. 

Private 

Enterprise 

Small  farm  plots  make  up  about  3%  of 
the  land  farmed. 

About  85%  of  the  economy  is  in 
private  lands  particularly  agriculture, 
shipping,  textiles,  steel  production, 
the  retail  trade,  and  automotives. 

Income 

Equalizations 

Workers  are  paid  the  same  wage  for 
the  same  job.  Bonuses  provide 
incentives.  Taxes  are  paid  to  equalize 
incomes. 

There  is  a system  of  high,  progressive 
taxation.  The  more  you  make,  the 
more  they  take. 

Social 

Services 

Extensive  social  services  are  paid  for 
by  the  state. 

Extensive  social  services  are  paid  for 
by  the  state. 

Grade  the  essay  for  structure  and  presentation  as  well. 
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Section  3:  The  Changing  Face  of  Socialism 

Section  3 details  events  that  are  occuring  in  a number  of  socialist  countries.  It  is  important  to  stress 
that  unless  systems  are  willing  to  adapt  a new  circumstances,  they  will  face  extinction.  A number  of 
problems  facing  centrally  planned  economies  are  shown.  This  is  followed  by  case  studies  that 
illustrate  how  two  countries  are  trying  to  solve  these  problems.  The  changes  in  the  USSR  and  China 
show  how  socialist  systems  are  incorporating  capitalist  elements.  This  section  is  very  contemporary 
and  students  should  have  at  least  come  into  contact  with  components  of  either  perestroika  or  gai  ge. 
Comparison  of  the  two  programs  is  critical. 

Key  Concepts: 

• problems  of  planned  economies 

• perestroika 

• gaige 


Section  3:  Activity  1 

1.  What  ideas  does  this  satirical  story  present  that  are  used  by  some  to  argue  against  socialism? 

This  story  presents  the  idea  that  even  though  someone  works  hard  while  others  sit  around  and  do 
nothing,  all  will  share  from  the  labour  of  the  one . It  suggests  that  this  robs  people  of  initiative. 

2.  In  trying  to  make  its  point,  how  does  the  story  overgeneralize? 

The  story  over  generalizes  in  linking  complaints  about  excess  capitalist  profits,  equal  rights, 
labour  problems,  and  personal  demotivation  to  extensive  social  programming . Only  a negative 
picture  of  social  programs  is  presented . 

Section  3‘  Activity  2 

1.  Why  are  socialists  nations  implementing  principles  of  capitalism? 

Socialist  nations  are  turning  to  capitalism  to  generate  faster  economic  growth,  jobs,  and  higher 
production . 

2.  What  is  privatization,  and  how  is  it  being  used  in  socialist  countries? 

Privatization  is  turning  public - and  government-owned  companies  or  enterprises  over  to  private 
ownership.  Many  socialist  nations  are  privatizing  their  Crown - or  government-owned 
companies  because  many  of  these  companies  are  poorly  run  and  managed,  and  are  drains  on 
government  funds. 

Section  3:  Activity  3 

1.  Hypothesize  at  least  five  solutions  to  the  problems  listed  above. 

Possible  solutions: 

• Drop  central  planning;  let  the  market  answer  the  economic  questions. 

• Limit  central  planning;  give  managers  of  factories  more  say  in  production. 
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• Drop  the  quota  system;  institute  quality  control  checks  and  pay  workers  for  quality,  not 
quantity . 

• Stop  subsidizing  inefficient  enterprises ; stress  efficiency , and  let  those  who  fail  go 
bankrupt . 

• Increase  the  number  and  quality  of  consumer  goods;  let  some  retail  traders  move  to  private 
ownership . 

• Don’ t set  unrealistic  production  targets . 

• Be  more  flexible  towards  innovation  and  inventiveness. 

• Let  the  service  industry  pass  into  private  hands  to  increase  the  number  of  services;  legalize 
this,  so  that  taxes  can  be  collected. 

• Allow  farmers  to  form  work  groups  that  can  sell  excess  products  for  profit  in  open  markets . 

Section  3:  Activity  4 

1 . What  are  the  reform  movements  in  the  Soviet  Union  and  China  called? 

The  economic  reform  movement  in 

• the  Soviet  Union  is  perestroika  ( restructuring ) 

• China  is  gai  ge  (reform) 

2.  Why  are  these  reform  movements  different? 

The  two  reforms  are  different  because 

• the  countries  have  different  cultures 

• the  Soviet  Union  focuses  on  industrial  reform,  while  China's  reform  stresses  agriculture 


Section  3:  Activity  5 

1.  What  is  perestroika ? 

Perestroika  means  economic  restructuring  in  the  Soviet  Union. 

2.  What  capitalist  elements  is  Gorbachev  trying  to  introduce  into  the  Soviet  economy? 

Gorbachev  is  implementing  the  following  capitalist  measures; 

• The  economy  is  becoming  more  decentralized. 

• Competition  is  being  introduced. 

• Managers  now  make  some  production  decisions . 

• Enterprises  can  go  bankrupt . 

• Workers  are  paid  according  to  performance. 

• Quality  is  stressed. 

• Citizens  can  make  profits. 

• Families  or  groups  can  own  retail  and  service  industries. 

• Enterprises  can  hire  workers. 

• Foreign  investment  is  being  promoted. 

• Farmers  can  sell  excess  products  for  profits  in  open  markets . 
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3.  Explain  each  of  the  following  laws. 

a.  the  Law  on  Cooperatives  - 

Soviet  citizens  can  legally  make  profits  owning  businesses  such  as  mechanics , restaurants, 
hair  salons,  etc . 

b.  the  Law  on  State  Enterprises  - 

Managers  make  more  production  decisions  and  must  be  aware  of,  and  to  rely  on  market 
forces . 

Factories  can  go  bankrupt  and  workers  are  paid  according  to  performance. 

c.  the  Law  on  Joint  Ventures  - 

Joint  foreign  and  Soviet  projects  are  allowed,  if  Soviets  have  51%  ownership . 

4.  What  reforms  are  taking  place  in  the  agricultural  sector? 

Reforms  in  agriculture  center  on  contract  brigades  which  allow  groups  of  farmers,  or  a single 
family,  to  manage  (but  not  own)  a tract  of  farmland,  livestock,  or  other  agricultural  assets.  The 
farmer  keeps  whatever  profit  that  can  be  made  by  selling  excess  production  on  open  markets. 

5.  What  similarities  are  there  between  these  reforms  and  Lenin’s  N.E.P.? 

Gorbachev’ s reforms  are  similar  to  Lenin’s  in  that  each  allow  private  ownership  in  the  retail 
trade  and  small  industry.  Both  allow  farmers  to  sell  excess  production  for  profits  in  open 
markets. 

6.  Predict  a possible  political  consequences  of  economic  reform  for  the  Soviet  Union. 

Economic  reform  will  likely  lead  to  political  reform.  Increased  individual  economic  freedom 
could  lead  Soviet  citizens  to  request  further  democratic  political  reforms  and  a general  opening 
up  of  the  society. 

Section  3:  Activity  6 

1 . Who  is  the  main  character  in  the  two  cartoons? 

The  main  character  in  both  cartoons  is  Mao  Tse-tung. 

2.  What  is  the  main  point  expressed  in  Source  1? 

The  main  point  of  the  first  cartoon  is  that  the  economic  policies  of  Mao  took  the  Chinese 
economy  as  far  as  they  could.  Further  development  depends  on  turning  to  the  West  and 
adopting  more  capitalist  methods. 
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3.  What  is  the  main  point  expressed  in  Source  2? 

The  main  point  of  Source  II  is  that  Maoists  favoured  a command  economy  and  its  methods  as  an 
economic  policy,  while  the  moderates  favoured  a move  to  more  capitalist  practices. 

4.  What  is  the  main  point  expressed  in  Source  3? 

The  main  point  in  the  third  cartoon  is  that  Mao,  a leader  who  favoured  a command  economy,  did 
not  respond  effectively  to  the  problems  of  a modern  economy. 

5.  What  is  an  overall  issue  presented  by  the  three  sources? 

The  issue  presented  could  be  stated  a number  of  ways.  Two  examples : 

• To  what  extent  should  nations  stress  government  intervention  and  control  in  their 
economies? 

• To  what  extent  should  nations  stress  collectivist  philosophies  over  those  of  individualism? 

Sections:  Activity? 

Part  A 

1.  What  reforms  are  taking  place  in  Chinese  agriculture? 

The  family-run  farm  has  been  reintroduced.  Farmers  are  being  encouraged  to  grow  crops  they 
can  sell  privately  for  profit  in  open  markets.  Farmers  who  earn  profits  are  also  being 
encouraged  to  invest  in  other  enterprises,  such  as  trucking. 

2.  Why  are  the  Chinese  changing  the  factory  system? 

The  Chinese  are  changing  the  factory  system  to  give  managers  more  say  in  production  decisions 
and  to  improve  the  quality  of  products.  Workers  are  paid  for  the  production  of  quality  products. 

3.  a.  What  are  “special  economic  zones”? 

Special  economic  zones  are  areas  in  China  where  foreign  investment  is  encouraged. 
b.  Why  are  they  being  created? 

They  are  being  created  to  bring  in  more  advanced  technology  to  be  used  by  the  Chinese 
labour  force. 

4.  What  is  the  new  role  being  played  by  the  Chinese  military? 

The  Chinese  military  is  now  much  more  responsible  to  fund  itself,  and  so  it  is  becoming  involved 
in  the  production  of  consumer  goods  for  sale. 
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5.  Predict  possible  economic  consequences  of  the  1989  student  revolt. 

The  calls  for  democratic  reform  in  China  and  the  subsequent  reaction  by  the  government  could 
affect  the  Chinese  economy: 

• Some  countries  may  boycott  China  while  others  may  place  embargoes  on  Chinese  products. 

• Scientific  and  technological  exchanges  may  be  halted . 

• The  Chinese  government  may  move  to  limit  Western  influence,  both  political  and  economic, 
in  China. 

• Foreign  investment  may  be  reduced . 


Part  B 

1.  a.  Who  is  Deng  Xiaoping? 

Deng  Xiaoping  is  the  present  leader  of  the  People’ s Republic  of  China. 

b.  What  is  he  trying  to  do  with  the  economy? 

He  is  trying  to  introduce  economic  reform  into  China  that  would  incorporate  more 
capitalistic  elements. 

2, . a.  Why  did  Chinese  reform  begin  with  agriculture? 

Chinese  economic  reform  began  with  agriculture  because  such  a large  segment  of  the 
population  lives  in  rural  areas. 

b.  What  is  a “10  000  Yuan  farmer”? 

The  10  000  Yuan  farmer,  or  prosperous  one,  is  a rich  Chinese  farmer  by  Chinese  standards. 

3.  What  impact  has  cheng  bao  had  on  the  factory  system? 

Cheng  bao  is  the  contract  system.  Workers  sign  employment  contracts  that  are  subject  to 
review . This  encourages  workers  to  work  hard  and  produce  quality  goods,  because  now  they 
can  be  fired. 

4.  Does  advertising  play  a role  in  China?  What  role? 

Advertising  is  playing  an  increasing  role  in  the  Chinese  economy.  It  is  leading  to  an  increased 
demand  for  consumer  products. 

5.  How  does  the  government  regulate  consumer  demand? 

The  government  regulates  consumer  demand  by  limiting  the  supply  of  certain  consumer 
products,  such  as  jewelery. 
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6.  Explain  the  statement  “to  get  rich  is  glorious”  as  used  by  the  Chinese. 

The  Chinese  leadership  is  encouraging  the  Chinese  people  to  work  hard,  to  sell  quality  products , 
and  to  become  rich  on  the  profits. 

7.  a.  What  is  the  Chinese  “open  door”  policy? 

The  Chinese  uopen  door”  policy  is  an  opening  up  to  foreign  influence  and  foreign 
investment . 

b.  How  is  it  influencing  the  economy? 

Foreign  companies  are  bringing  in  western  products,  and  western  technology  and 
management  techniques. 
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Section  3:  Follow-up  Activities 

Extra  Help 

1.  Fill  in  the  following  retrieval  chart  dealing  with  economic  reforms  in  the  Soviet  Union  and 
China.  You  will  compare  the  reforms  of  the  two  countries  in  the  areas  of  industry,  agriculture, 
and  foreign  investment 


Economic  Reform  in  the  USSR  and  China 


Industry 

Agriculture 

Foreign 

Investment 

Retail  Industry 

Perestroika 

Soviet 

Union 

Law  on  State 
Enterprises 
gives  managers 
more  decision- 
making power. 

They  are  to  rely  on 
market  forces  and 
are  to  be  financially 
independent. 
Inefficient  factories 
can  now  go 
bankrupt.  Workers 
are  paid  according 
to  their 
performance. 
Quality  products 
are  stressed  and 
quality  controls  are 
used. 

Contract  brigades 
are  groups  of 
farmers  or  a single 
family  who  manage 
a tract  of  land, 
livestock  or  other 
agriculture  assets. 
The  farmer  keeps 
whatever  profits 
that  are  made  from 
the  sale  of  these 
products. 

Machine  shops  and 
trucking  firms  are 
allowed . 

Law  on  Joint 
Ventures  allows 
Soviet  firms  to  form 
profit-making 
partnerships  with 
foreign  firms; 
however,  Soviet 
firm  must  own  at 
least  51%. 

It  is  an  attempt  to 
bring  in  western 
technology  and 
management 
techniques. 

Law  on 

Cooperatives  deals 
with  two  types  of 
small  individually- 
or  family-run 
enterprises  such  as 
tailoring  or 
mechanics.  These 
individuals  are 
encouraged  to 
supply  goods  and 
services  for  profit. 
The  second  are 
larger  ventures  like 
restaurants,  beauty 
salons,  etc.  These 
ventures  also  sell 
goods  and  services 
for  profit  and  they 
can  hire  other 
workers. 

Gai  Ge 
China 

Factory  managers 
have  more 
autonomy  in 
making  decisions. 
Production,  and 
profits  or  losses  are 
to  be  determined  by 
marketforces. 
Quality  is  stressed. 
With  Cheng  bao, 
workers  sign 
contracts  and  are 
rewarded  based  on 
quality  production. 
Now  they  can  be 
fired. 

Family-run  farms 
are  encouraged, 
farmers  are 
encouraged  to  sell 
their  excess  for 
profit  in  open 
markets.  Those 
becoming  rich  are 
known  as  the  10  000 
Yuan  farmer. 
Farmers  are  also 
encouraged  to  invest 
in  other  enterprises, 
such  as  trucking  or 
fertilizer  production. 

With  their  special 
economic  zones, 
the  Chinese  are 
offering  incentives, 
such  as  reasonable 
land  and  labour 
rates,  to  attract 
foreign  investment 
in  order  to  bring  in 
western  technology 
and  management 
techniques. 

Restaurants,  beauty 
salons,  mechanics, 
and  street  vending 
are  returning  to 
private  ownership. 
Those  who  are 
successful  can  hire 
other  workers. 
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2.  a.  Which  opinion  seems  to  support  trends  in  world  economies  of  the  1980s? 

Source  II  seems  to  reflect  what  is  happening  in  many  nations  with  their  government  owned 
enterprises . 

b.  Based  on  these  trends,  what  government  action  is  most  likely  to  occur? 

Based  on  these  trends,  a likely  reaction  is  to  begin  selling  some  of  these  companies  to  the 
private  sector . 

3.  What  issue  is  being  raised  in  these  two  statements? 

Possible  issues  being  raised  here: 

• To  what  extent  should  governments  become  involved  in  an  economy  to  guarantee  certain 
services  and  to  generate  employment? 

• Should  Crown  corporations  play  a role  in  an  economy? 

• Should  government  stress  the  values  of  individuals  or  collectivism  when  examining  their 
ownership  of  various  enterprises? 


Enrichment 

1.  Why  must  Gorbachev  get  support  for  his  reforms  in  the  satellite  nations? 

Gorbachev  must  get  support  for  his  policies  in  the  satellites  or  his  efforts  in  the  Soviet  Union 
may  be  in  jeopardy. 

2.  “ Glasnost  and  perestroika  may  mean  the  end  of  the  Soviet  empire  in  Eastern  Europe.”  What  is 
this  author  saying? 

Granting  individual  freedoms,  both  politically  and  economically,  will  mean  that  it  will  be  very 
difficult  for  the  Soviets  to  dictate  policy  to  these  nations  and  have  them  follow  it.  This  will  make 
the  satellites  increasingly  more  difficult  to  control  and  they  may  chose  paths  independent  of 
those  chosen  by  the  Soviets. 

3.  In  which  countries  of  Eastern  Europe  do  economic  reforms  appear  the  farthest  ahead?  Why? 

Economic  reform  seems  to  be  proceeding  well  in  Czechoslovakia,  Hungary,  and  Yugoslavia. 
There  are  more  consumer  goods  being  provided,  more  decision  making  power  is  being  given  to 
workers  and  managers,  and  joint  ventures  are  being  undertaken.  There  seems  to  be  greater 
satisfaction  among  the  people  and  production  levels  have  increased  in  a number  of  areas. 

4.  If  you  were  planning  a trip  to  Eastern  Europe  which  country  would  you  choose  to  visit?  Why? 
Sample  response: 

Hungary  would  appear  more  attractive  because  of  its  opening  up  to  Western  influence  (books, 
movies,  music,  etc.),  its  many  consumer  products,  and  the  people’s  way  of  life. 
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Section  3 Assignment 

Read  all  the  parts  of  your  assignment  carefully  and  record  your  answers  in  the  appropriate 
places. 

You  are  the  new  leader  of  a country.  One  of  your  first  jobs  is  to  assess  the  economy.  In  order  to 
make  a sound  judgment,  you  have  asked  your  most  trusted  advisors  for  a confidential  report.  After 
much  study,  the  following  report  was  submitted  to  you. 


Confidential  Economic  Report 

This  country  has  made  extensive  use  of  centralized  planning  of  the  entire  economy.  The  state 
owns  all  the  means  of  production  including  the  land,  factories,  stores,  transportation  facilities, 
public  utilities,  and  banks.  All  the  decisions  for  the  economy  have,  in  the  past,  reflected  the 
priorities  of  the  leader  and  its  many  ministries. 

In  the  industrial  sector,  the  allocation  of  resources  and  labour  has  been  determined  by  the 
economic  planners.  Managers  do  not  make  decisions.  They  implement  policy  and  try  to  make 
sure  quotas  are  met.  Meeting  these  quotas  means  everything,  so  quality  is  of  little  importance. 
This  philosphy  has  lead  to  the  shoddy  production  of  some  goods  and  the  overproduction  of 
others  few  people  desire.  These  poor  quality  products  cannot  be  sold  to  the  West.  They  must  be 
sold  to  weak  Third  World  nations. 

Factory  workers  lack  enthusiasm  and  there  is  a high  rate  of  absenteeism.  All  workers  are  paid 
the  same  wage  for  the  same  job.  They  are  driven  to  meet  the  quotas  by  their  managers.  On  the 
other  hand,  all  workers  are  guaranteed  lifetime  employment.  They  can’t  be  disciplined  or 
dismissed  for  incompetence. 

There  are  all  kinds  of  shortages.  This  has  led  to  a flourishing  black  market  where  people 
exchange  services  for  goats  or  money.  Carpenters,  mechanics,  and  tailors  are  especially 
involved  in  this.  Most  consumer  products  are  either  in  short  supply  or  don’t  exist.  The  planners 
set  prices  on  all  products  so  those  they  want  the  people  to  have  are  priced  low,  or  are  subsidized 
by  the  state. 

In  agriculture,  there  is  communal  living.  Often  more  that  5000  people  live  on  a commune. 
Farmers  work  for  the  state,  they  don’t  own  any  property.  All  production  is  taxed  and  any  excess 
goes  to  the  state  to  feed  factory  workers.  Farmers  are  resettled  into  areas  of  land  with  low 
populations,  even  if  they  don’t  want  to  go  there. 

The  country  accepts  foreign  aid,  but  foreign  investment  is  illegal.  The  country  has  a closed  door 
policy. 

The  economic  growth  rate  has  dwindled  to  almost  nothing.  Research  and  development  are 
lagging  behind.  The  country  must  import  food  to  feed  the  people. 

The  economy  requires  a major  overhaul. 
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You  are  an  admirer  of  Mikhail  Gorbachev  and  his  economic  policies.  You  have  decided  to  follow 
Gorbachev’s  lead  in  reforming  your  economy. 

As  the  leader  of  your  country  you  are  to  plan  its  economic  reform  based  on  Gorbachev’s  reforms.  You 
have  decided  to  hold  a press  conference  to  outline  your  plans.  Your  assignment  is  to  write  a speech 
outlining  economic  reforms  for  your  country.  You  are  to  base  your  reforms  on  those  of  Gorbachev  in 
relation  to  the  problems  that  exist  in  your  country. 

The  following  elements  should  be  included  in  the  studenfs  speech. 


Existing  System 

Reforms 

Planning: 

• Extensive  use  is  made  of  centalized  planning. 

• Economic  plans  reflect  the  views  of  the  leaders. 

• There  is  state  ownership  of  all  the  means  of 
production . 

• Cut  back  on  centralized  planning  to  strategic 
planning. 

• Let  market  forces  determine  what  to  produce. 

• Allow  some  private  ownership  in  controlled 
areas. 

Industrial  Sector: 

• Planners  allocate  all  resources  and  labour . 

• Managers  do  not  make  decisions. 
e Meeting  quotas  is  all-important. 

• Quality  is  stressed. 

• Let  managers  make  more  production  decisions. 

• Let  inefficient  enterprises  go  bankrupt. 

• Stress  quality  production  and  use  quality 
controls. 

Workers: 

• All  workers  are  paid  the  same  for  the  same 
job . 

• They  lack  enthusiasm . 

• Workers  are  guaranteed  lifetime  employment. 

• Pay  workers  a wage  based  on  performance. 

• Increase  bonuses  for  quality  production. 

• Fire  inefficient  or  lazy  workers. 

Retail  Trade: 

• A black  market  is  flourishing. 

• People  illegally  exchange  goods  and  services. 

• Prices  reflect  the  priorities  of  the  planners. 

• Legalize  private  retail  trade. 

• Let  enterpreneurs  hire  other  workers. 

• Collect  taxes  on  these  activities. 

• Let  prices  be  determined  by  market  force. 

Agriculture: 

• Farmers  live  on  large  government  farms  and 
farm  them  collectively. 

• All  excess  production  goes  to  the  state. 

• There  has  been  forced  resettlement. 

• Food  shortages  frequently  occur. 

• Allow  farmers  to  manage  their  own  resources 
and  sell  excess  produce  for  profit  in  open 
markets. 

• Encourage  increased  food  production. 

Foreign  Investment: 
• This  is  forbidden. 

• Allow  foreign  investment  programs. 

• Let  foreigners  own  only  49%. 

• Bring  in  new  technology. 

Grade  student’s  speeches  as  well  on  style,  presentation,  and  structure. 
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Section  4:  Captialism  and  Socialism  - Competing  Economic  Systems? 

Key  Concepts: 

• individualism 

• collectivism 

• economic  strategies 

The  fourth  section  is  extremely  important  because  it  attempts  to  tie  the  two  economic  systems 
together  through  comparative  skill  exercises.  These  exercises  are  critical  in  that  students  are  required 
to  apply  what  they  have  learned  in  the  modules  on  capitalism  and  socialism.  Both  practical, 
hypothetical,  and  contemporary  case  information  is  used  for  the  application  exercises.  Be  sure  to 
utilize  the  quadrant  grid. 

This  section  becomes  even  more  important  when  considering  the  emphasis  on  the  Social  Studies  30 
Diploma  Exam.  In  addition  to  this,  the  student  will  get  further  practice  in  the  writing  of  the  essay 
component  of  the  Diploma  exam. 

Section  4:  Activity  1 


1.  Place  the  following  nations  in  the  most  appropriate  quadrant  on  the  grid  below. 


Sweden,  Japan,  the  U.S.A.,  the  USSR  under  Stalin,  China  under  Mao,  Nazi  Germany,  and 
Fascist  Italy. 

political  collectivism 


economic 

collectivism 


USSR 

Nazi  Germany 

China 

Fascist  Italy 

Sweden 

Japan 

U.SA. 

political  individualism 


economic 

individualism 


Section  4:  Activity  2 

1.  Which  economic  system  does  each  person  lean  towards?  Explain. 

Jones  seems  to  lean  towards  a capitalist  philosophy  because  she  is  opposed  to  dependence  by 
individuals  on  the  state  and  on  high  taxes  to  support  these  programs.  Brown  seems  to  lean 
towards  socialism  because  he  supports  restrictions  on  big  business  and  welfare  programs  that 
encourage  a more  equitable  society. 
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2.  Which  form  of  economic  system  could  both  speakers  accept? 

Each  speaker  supports  some  features  of  both  systems  and  so  both  would  probably  accept  a mixed 
economy . 

3.  What  issue  are  both  points  of  view  addressing? 

Both  points  of  view  seem  to  address  the  issue:  “Should  economic  well-being  be  encouraged  by 
government  programs ?" 

Section  4:  Activity  3 

1.  Label  the  diagrams  which  follow  as  being  a capitalist,  mixed,  or  command  economy,  or  the 
welfare  state. 

2.  Justify  each  of  your  choices  based  on  the  information  given  in  each  diagram.  Put  your  answers 
in  the  spaces  provided. 

Types  of  Economic  Systems 


Label:  Welfare  state 

Justification:  The 

government  owns 
certain  industries  but 
still,  much  of  the 
economy  is  in  private 
hands . 


rivate  Sector 


(Government) 


Label:  Command 
Economy 

Justification:  The 

government  owns 
nearly  all  of  the  means 
of  production  in  the 
economy. 
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(Government) 


Label:  Capitalism 

Justification:  The  private 
sector  own  nearly  all  the 
means  of  production.  There  is 
almost  no  government 
intervention  in  the  economy. 


rivate  Sector 


(Government) 


Label:  Mixed  Economy 

Justification:  Most  of  the 
means  of  production  are  in 
private  hands  but  there  is 
some  government  control  and 
regulation . 


Section  4:  Activity  4 

1.  Which  type  of  economy  is  described  by  the  chart?  Explain 

The  economy  described  by  the  chart  would  be  either  a mixed  economy  or  the  welfare  state 
because  utilities , shipyards,  transportation,  and  communication  are,  for  the  most  part,  publicly 
owned  while  the  rest  remains  in  private  hands. 
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2.  What  changes  would  have  to  be  made  in  the  chart  to  make  it  representative  of  a command 
system? 

To  make  the  chart  more  representative  of  a command  economy  nearly  all  of  the  “privately- 
owned”  percentages  would  move  to  the  “state-owned”  column.  The  opposite  would  be  true  for 
a capitalist  system. 

Section  4:  Activity  5 

1.  a.  Which  statement  of  stategy  illustrates  a socialist  philosophy?  Explain. 

The  first  strategy,  by  Keynes,  would  be  considered  somewhat  socialist  because  it  promotes 
government  intervention  in  the  economy  during  both  periods  of  recession  and  inflation . 

b.  Which  statement  of  strategy  illustrates  a capitalist  philosophy?  Explain. 

The  second  strategy,  Reaganomics,  would  be  considered  more  capitalistic  because  it 
promotes  cuts  in  government  spending,  cuts  in  expenditures  on  social  services,  and  promotes 
more  individual  responsibility. 

2.  Predict  at  least  two  consequences  of  each  strategy. 

If  a person  were  to  make  use  of  Strategy  One,  some  possible  consequences  follow  : 

• an  increased  government  deficit 

• less  drastic  swings  in  the  business  cycle 

• lower  unemployment  and  lower  inflation 

• extensive  social  services 

If  a person  were  to  make  use  of  Strategy  Two,  some  possible  consequences  follow: 

• increased  economic  growth 

• job  creation 

• business  expansion 

• more  expensive  social  services 

• lowered  government  debt 
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Section  4:  Activity  6 

Read  the  statements  made  by  the  three  speakers  and  answer  the  questions  which  follow. 

Speaker  I 

We  must  pursue  a society  that  frees  the  competitive  nature  of  its  citizens,  encourages  their  initiative, 
and  permits  technical  advances  necessary  to  economic  growth. 

Speaker  n 

We  must  aim  for  the  progress  of  all  through  an  end  to  class  conflict  By  placing  production  in  a vast 
association  of  the  whole  nation,  the  apparatus  of  the  state  shall  eventually  disappear. 

Speaker  HI 

We  must,  through  consensus,  reform  our  social  environment  to  allow  citizens  to  develop  their 
potentials  and  to  reach  equitable  material  comforts  in  a co-operative  society. 

1.  Which  of  the  speakers  supports 

a.  the  welfare  state? 

Speaker  III  supports  the  welfare  state . 

b.  a capitalist  economy? 

Speaker  l supports  a capitalist  economy. 

c.  a command  economy? 

Speaker  II  supports  a command  economy . 


2.  What  issue  are  the  speakers  addressing? 

The  issues  being  addressed  by  the  speakers: 

• Should  society  stress  individual  freedom  or  state  control? 

• Should  the  interests  of  society  take  precedence  over  the  interests  of  the  individual? 

3.  Write  a statement  that  would  reflect  the  views  of  someone  who  supported  a mixed  economy. 

We  must  have  a society  that  encourages  individual  initiative  and  private  ownership,  but  also 
ensures  that  all  members  of  society  have  equal  access  to  a basic  standard  of  living. 
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Section  4:  Follow-up  Activities 

Extra  Help 

1.  Complete  the  retrieval  charts  that  follow.  Fill  in  each  box  according  to  how  that  heading  applies 
to  each  of  the  four  economic  systems. 


Profit  Motive 

Intervention 

Planning 

Social 

Programs 

Capitalism 

• provides  the 
incentive  for  all 
production 

• minimal 
government  - 

• only  in  the 
areas  of  law 
and  order,  and 
some  utilities 

• little  or  no 
formal 
government 
planning 

• each  individual 
responsible  for 
own  planning 

• minimal 

• are  the 
responsibility  of 
the  individual 

Mixed 

Economy 

• provides  the 
incentive  for 
almost  all 
production 

• some  government 
involvement  in 
law  and  order, 
post  office , 
utilities 

• some  industry 
regulation 
through  monetary 
and  fiscal  policy 

• some  planning 
in  setting 
budget  and 
policy 

• still  most 
planning  is  left 
to  the 
individual 

* most  are 
government 
sponsored,  paid 
for  through 
taxes 

Welfare 

State 

• provides  the 
incentive  for 
most 

production 

• more  government 
involvement  in 
law  and  order, 
post  office , banks, 
transportation, 
and  some 
industry 

• regulation 
through  monetary 
fiscal  policy 

• indicative 
planning 

• strategic  plans 
make  forecasts 
or  provide 
guidelines  to 
industry  and 
business 

• extensive 
universal 
services,  paid 
for  by 
government 

Command 

Economy 

• profit  used  for 
reinvestment; 

• no  individual 
profit 

• total 
government 
involvement 

• state  owns  all 

• tight  regulation 
through  central 
planning 

• centralized 
planning  sets 
targets,  quotas 
and  allocates 
all  resources 
and  sets  all 
prices 

• extensive 
universal 
services,  paid 
for  by  the 
government 
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Competition 

Private 

Ownership 

Pricing 

Capitalism 

• The  motivating 
factor  is  to 
produce  quality 
products  at  the 
lowest  price 
possible . 

• nearly  100% 

• determined  by 
the  market 
through  supply 
and  demand 

Mixed 

Economy 

• The  motivating 
factor  is  to 
produce  quality 
products  at  the 
lowest  price 
possible . 

• Government 
ensures 
competition 
exists . 

• almost  all 
(approximately 
90%) 

• mostly 
determined 
through  the 
market  by 
supply  and 
demand 

• some  prices 
fixed 

(agriculture) 

Welfare 

State 

• The  motivating 
factor  is  to 
produce  quality 
products  at  the 
lowest  price . 

• some  services 
provided  by 
state  monopoly 

* most  (85%) 

• mostly  through 
the  market  by 
supply  and 
demand 

* some  prices 
fixed  (rent 
control , 
agriculture) 

Command 

Economy 

• very  little 
competition,  not 
even  for  labour 
or  resources 
because  these 
are  allocated 

* results  in  low 
quality 
products 

• almost  none 
(2-3%) 

• The  prices  are 
set  prior  to 
production  by  a 
prices 
committee . 
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2.  Use  the  chart  below  to  answer  the  questions  that  follow. 

Characteristics  of  Political  and  Economic  Systems 


System  1 

System  II 

System  III 

System  IV 

Production 

Competitive 

Cooperative 

Collective 

Competitive 

Property 

Public  and 
Private 

Public  and 
Private 

Public 

Private 

Power 

Constitutional 

Constitutional 

Party 

Constitutional 

Decision 

Making 

Representative 

Representative 

Authoritative 

Representative 

This  chart  represents  one  way  of  categorizing  political  and  economic  systems. 

D a.  System  III  is  most  similar  to  the  ideology  practised  today  in 

A.  the  U.S.A. 

B.  Sweden 

C.  Japan 

D.  the  USSR 

C b.  The  goals  of  System  IV  would  typically  lead  to  an  economic  strategy  that  encourages 

A.  a progressive  income  tax  structure 

B.  the  formation  of  Crown  corporations 

C.  entrepreneurship  in  the  market  place 

D.  foreign  ownership  of  major  industries 

^ c.  To  solve  the  problems  of  economic  recession  and  rising  unemployment,  a supporter  of 
System  II  would  most  likely  recommend 

A.  increased  government  spending 

B.  increased  interest  rates 

C.  wage  and  price  controls 

D.  fiscal  restraint 


Enrichment 

1.  In  this  activity  you  are  to  analyze  the  cartoon  and  answer  the  following  questions, 
a.  How  does  the  cartoon  express  bias? 

The  cartoon  expresses  bias  in  the  statement  " despite  oppressive  government  controls  and 
taxation , the  continuing  cost-price  squeeze  and  unending  and  unreasonable  wage 
demands ...”  The  use  of  the  terms  “ oppressive ? “ unending ” and  unreasonable ” strongly 
expresses  a one-sided  view  of  the  situation. 
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b.  What  values  is  the  speaker  supporting? 

The  speaker  is  expressing  the  values  of  a capitalist  profit  motive , no  government 
intervention,  and  competition. 

c.  What  is  the  issue  addresed  by  the  cartoon? 

The  issue  addressed  in  the  cartoon  is:  to  what  extent  should  government  regulate  the  affairs 
of  private  business? 

2.  The  Privatization  of  the  British  Economy 

Recent  efforts  at  privatizing  the  British  economy  by  the  Prime  Minister  Thatcher  have  had  the 
following  results: 

A.  the  trade  deficit  is  increasing 

B.  capital  investment  is  increasing 
C health  standards  have  dropped 

D.  inflation  and  unemployment  rates  have  dropped 

E.  economic  growth  has  increased 

F„  interest  and  mortgage  rates  have  increased 

G.  labour  productivity  has  increased 

H.  labour  disputes  have  decreased 

I.  pension  increases  have  been  limited 

J.  state-owned  industries  that  were  losing  money  were  sold 

a.  Which  results  are  positive  and  which  are  negative? 

The  positive  results  are  B,  D,  E,G,  H,J. 

The  negative  results  are  A,  C,F,  I. 

b.  Provide  examples  of  similar  activity  in  Canada. 

Canada  is  considering  selling  more  Crown  corporations  that  lose  money.  Provincial 
governments  have  passed  legislation  limiting  the  right  to  strike  of  certain  groups . Interest 
rates  and  mortgage  rates  have  increased. 


3.  “The  cradle  to  grave  welfare  state  in  Britain  is  being  tom  apart.  Varying  degrees  of  user  pay  health 
services  and  limitations  to  the  unemployment  insurance  plan  have  been  put  into  place.  It  has  been  said 
that  if  a man  doesn’t  want  to  work  he  doesn’t  deserve  to  eat” 

Predict  at  least  one  consequence  for  Britain  is  the  above  policy  is  followed. 

Possible  consequence  of  the  policy  would  be 

• lowered  health  standards 

• health  benefits  may  be  restricted  to  those  that  can  afford  them 

• lowering  or  shortening  the  length  of  unemployment  benefits 
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Final  Module  Assignment 

Read  all  the  parts  of  your  assignment  carefully  and  record  your  answers  in  the  appropriate 

places. 

You  will  be  required  to  write  an  essay  modelled  after  those  that  appear  on  the  Social  Studies  30 

diploma  exam.  Be  sure  to  refer  back  to  those  activities  in  Module  2 that  outlined  the  procedures  for 

writing  this  type  of  essay. 

Remember  there  are  three  parts  to  the  content  in  this  type  of  essay. 

Diploma  Essay  Format 

I.  Introduction: 

1)  Define  the  issue. 

2)  Identify  the  different  points  of  view  which  are  related  to  the  issue,  indicating  the  existence  of 
a dilemma. 

3)  State  your  thesis  (position)  concerning  the  issue  and  its  relationship  to  the  points  of  view. 
Detennine  which  point  of  view  is  most  closely  related  to  your  thesis. 

II.  Body: 

1)  Introduce  the  case  study  used  to  define  your  position. 

2)  Describe  the  case  study  using  specific,  factual  detail,  reflecting  your  knowledge  of  Social 
Studies  content 

3)  Discuss  the  desirability  and  feasibility  of  the  case  study.  (A  critical  evaluation  of  the  actions 
taken,  but  in  the  end  a conclusion  which  will  support  your  thesis.) 

III.  Conclusion: 

1)  Restate  your  thesis  and  defend  it  by  refuting  opposing  views  based  on  values  and  specific 
factual  data. 

2)  Make  generalizations  beyond  stating  your  position.  (Can  this  conclusion  be  applied  in  other 
cases?) 


MARKS  WILL  BE  ALLOTTED  ON  THE  FOLLOWING  BASIS: 

Thoughtful  description  of  different  points  of  view  underlying 
the  issue 

Accurate  and  comprehensive  presentation  of  one  ormore  relevant 
examples  of  case  studies  drawn  from  knowledge  of  social 
studies  content 

Logical  and  persuasive  defence  of  the  position  chosen 
Effective  use  of  language  and  expression 

TOTAL 


( 5 marks) 

(10  marks) 

(10  marks) 
( 5 marks) 
30  marks 
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Choose  one  of  the  topics  below,  and  write  a position  paper  defending  your  choice. 

TOPIC  A:  Countries  such  as  Sweden,  Yugoslavia,  and  Norway  have  passed  legislation  granting 
workers  a larger  voice  in  the  basic  production  in  their  factories.  On  the  other  hand,  in 
Germany  and  Italy  during  the  thirties,  unionism  was  banned,  and  workers  were  not 
allowed  to  strike,  etc.  Canada  is  now  faced  with  the  decision: 

Should  the  government  of  Canada  pass  legislation  to  expand  worker  involvement  in  the 
decision-making  process  to  answer  the  three  basic  economic  questions  - what  to 
produce?  how  to  produce  it?  who  gets  what  share  of  the  production? 

TOPIC  B:  Due  to  the  recession  of  the  1980s,  industrial  production  throughout  the  world  has  fallen 
back  while  the  demands  for  social  services  have  increased.  Ever-increased  taxation  is 
required  to  provide  these  services,  and  to  maintain  employment  in  faltering  companies. 
Canada  is  now  faced  with  the  decision: 

Should  the  government  of  Canada  continue  to  support  the  universality  of  social  services 
by  increasing  the  proportion  of  salaries  given  to  income  tax? 

TOPIC  C:  During  the  twentieth  century,  different  nations  have  attempted  to  solve  the  basic 

economic  questions  - what  to  produce?  how  to  produce  it?  who  gets  what  share  of  the 
production?  The  approaches  used  have  varied  from  strict  government  control  to  little 
government  involvement.  Some  nations  have  even  moved  from  one  extreme  to  the 
other.  Some  have  changed  because  of  crisis,  while  others  are  trying  to  stimulate  stagnant 
economies. 

Should  governments  implement  policies  of  privatization  in  order  to  encourage  economic 
growth? 


What  follows  are  suggested  components  to  look  for  when  marking  students  papers . 

Values  and  Position 

• Values : 

- collection  vs.  individualism 

- social  welfare  vs.  self-interest 

- equality  vs.  self-advancement 

• Importance  of  the  Issue: 

- identification  of  the  pros  and  cons  of  each  side  of  the  issue 

• Position : 

- a position  taken  on  the  issue 
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Examples  or  Case  Studies 

Topic  A:  • Yugloslavia,  Hungary,  Sweden  (favour  increased  involvement) 

• Britain  and  some  Canadian  legislation  ( limits  decision  making ) 

Topic  B:  Sweden  vs.  Britain  or  Reaganomics 

Topic  C:  Privatization  in  the  USSR  or  China , or  Crown  corporations  vs.  Stalin  or  Mao 

Arguments 

Pro:  gains  such  as  increased  growth  or  job  creation 

Con : less  job  security,  lowered  health  standards  etc. 

Grade  as  well  on  style,  structure,  and  presentation. 
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